Strategic Committee on Postsecondary Education Minutes
August 13, 2002

The Strategic Committee on Postsecondary Education met August 13, 2002, a 2 p.m. in 149
Capitol Annex.

Members present: Mr. Baker, Mr. Barger, Mr. Barrows, Ms. Helm, Ms. Luadlen, Ms. Miller, Mr.
Moberly, Ms. Moore, Mr. Owen, Governor Patton, Mr. Ramsey, Mr. Rose, Mr. Richards, Mr.
Sanders, Mr. Stivers, Mr. Turner, and Mr. Williams. Members absent: Mr. Boswell, Mr.
DeWeese, Mr. Ford, Mr. Hall, Mr. Hoover, Mr. Karem, Mr. Kelly, Mr. Nedl, Mr. Stumbo, and
Mr. Whitehead. Ms. Adams, the new chair of the Council on Postsecondary Education, chaired
the SCOPE mesting.

Ms. Adams expressed her appreciation to Mr. Whitehead for chairing SCOPE for the past three
years and recognized two new SCOPE members -- Steve Barger who replaced Lois Weinberg,
and Charlie Owen who replaced Shirley Menendez. Sue Hodges Moore, the council’ sinterim
president, was also recognized.

The minutes of the November 15, 2001, meeting were approved as presented.

Ms. Moore updated the committee on the progress being made towards postsecondary
education’sreform godls.

The public agenda for Kentucky’ s postsecondary education system is organized around five
guestions: 1) Are more Kentuckians prepared for postsecondary education? 2) Are more
sudents enrolling? 3) Are more students advancing through the system? 4) Are more
Kentuckians prepared for life and work? 5) Are Kentucky’s communities and economy
benefiting?

Forty-two performance indicators related to the five questions are tracked on aregular basis. In
cooperation with anumber of stakeholders, last year the council established gods for 2002 for
many of these indicators and in March 2002, for the first time, measured progress toward these
gods. A progress report can be found at www.cpe.state. ky.us/Keylnd/index.asp.

The council has adopted an on-line system and currently uses atreffic light scheme: agreen

light Sgnifies“on track” to meet the goasin 2002; a ydlow light means “some progress’ has
been made but not sufficient for the trgectory to meet the 2002 god, if thereis not some
intervention between now and next year; and ared light means “no progress.” To date, the
coundil has assessed progress on 20 indicators. Theresults: 12 green lights, seven ydlow lights,
and one red light.

Are more Kentuckians prepared for postsecondary education? In the preparation of high
school students, the number of high school students that are enrolled in college credit courses
has increased dramaticaly snce 1998 -- from 84 per 1,000 studentsin 1998 to 125 per 1,000
studentsin 2001. Asaresult, the 2002 goa has aready been exceeded.

In the preparation of adults, 50,000 Kentuckians were enrolled in adult education programsin
2000. The god for this year was 75,000 and from dl indications that goa will be exceeded. The
2004 goal is 100,000 and the 2010 goal is 300,000.



The Kentucky Virtud University and the adult education community have just rolled out a Web
ste for adult educators professona development aswell asfor students wanting to take adult
education courses. Some 1,100 students are taking some type of course or training and over 300
adult educators are using this Web site.

Aremore students enrolling? Theorigina target for undergraduate enrollment was an

additiona 80,000 students in the system by the year 2020 in order to bring Kentucky to the
nationa average in college going and educationd attainment rates. By fall 2001, an additiona
23,600 students had enrolled — about a 15 percent increase since 1998. Of these over 23,000 new
students, nearly 18,000 are KCTCS students. The council and the KCTCS project that of the
total 80,000 new students expected in the system, over 50,000 of those will come from the
KCTCS. Of the 23,000 growth, 2,200 of those new students are at the independent ingtitutions.
The public ingtitutions together have exceeded the 2002 enrollment goals by over 3,000 students.

Ms. Moore thanked the presidents, faculties, and staff of the ingtitutions for the hard work done
in bringing more Kentuckians into the postsecondary system. The additiond 23,000 studentsisa
remarkable accomplishment.

Graduate and professional enrollment. The council has set gods for graduate and
professond enrollment for the firgt time -- to bring an additiona 3,000 students into the system
by 2006. All the public indtitutions are expected to have increases, but significant increases are
projected at NKU and EKU.

In spring 2002, 7,700 students were enrolled in postsecondary coursesin the Virtua University -
- along way from that initid fal 1999 semester enrollment of 300 Students.

Are mor e students advancing through the sysem? Oneimportart aspect of this indicator
focuses on trandfer rates. The number of students transferring from the community and technica
colleges to the four-year inditutions in Kentucky isincreasing.

Graduation rates. The Sx-year graduation rate for the system has increased from 36.7 percent
to 44.1 percent. Six of the ingtitutions have aready exceeded their 2002 gods.

Ms. Miller asked what percentage of the 7,700 students enrolled in the Virtua University was
dready enrolled at another ingtitution. Is the 7,700 a course enrollment number or headcount?

Danid Rabuzz indicated that the 7,700 number is an unduplicated headcount, meaning that

some students may be taking more than one course. The mgority of those students may be
taking acourseto fill in for ther off-line work -- in other words, the mgority of those remaining
students who otherwise would matriculate on acampus. About 1,300 of those students are
coming through the new adult education and Education Professond Standards Board initiatives.
Those are not students who are associated right now with atraditional campus. He also indicated
that the mgority of KYVU students are enrolled a one of the public inditutions.

Ms. Miller asked how many full baccalaureate degree programs are offered on the KYVU. Mr.
Rabuzzi responded 10-12 bacca aureste degrees are currently being offered through the KYVU.

Mr. Williams expressed concern about the preparation of high school students and the average
ACT score. Heinquired about requirements under the Kentucky Education Reform Act (KERA)



for high school students who complete ACT core coursework and about what is being doneto
increase those numbers.

Ms. Moore replied that the percentage of students taking the ACT will increase Sgnificantly ina
few years because the council’ s minimum admission requirements, the Pre-College Curriculum
(PCC), will kick infor the entering class of 2004. Thisincludes two years of foreign language
that dignswith the ACT core. The ACT hasidentified an ACT core -- acurriculum of four
years of English, three or four years of mathematics, socid sciences, and history.

Mr. Williams asked if other states are making more progressin requiring a core curriculum than
is Kentucky and if it isfair to compare Kentucky students to other sudentsif there are different
core curricula. Ms. Adams (aformer member of the P-16 Council) responded that both the
postsecondary education community and the P-16 Council are working on digning programs
and, when that happens, better results will be seen on ACT scores.

Ms. Hem added that some students taking the ACT are making last minute decisonsto do so
and have not adequatdly prepared. Thus, they are not achieving their potential.

Mr. Moberly added that the ACT is used by universities to determine remedid classes for
dudents. However, different standards are used at different ingitutions as to which students

have to be remediated. He inquired when action by the council and the state school board to start
digning the curriculum should be expected.

Ms. Moore replied that Kentucky is one of five sates, dong with severa nationa organizations,
serioudy reviewing the dignment issue by participating in the American Diploma Project. One

of the questions to be answered over the next year will be whether there should be one
curriculum in high schoal. If the high school graduation requirements line up with the PCC,
everyone coming out of high school, regardless of whether they go to afour-year indtitution or
the KCTCS, will have had the more rigorous curriculum. Public forumsinvolving legidators

and other state policy leaders are expected in the fal. Recommendations could be ready as early
as the pring semester.

Regarding remedia education, Kentucky has a statewide standard of 18 on the ACT, but
ingtitutions can go above that if they have sdective admissons. The council isin the process of
putting together a student feedback report to see if the most recent high school graduates are
making progress on remediation.

Mr. Baker reported on the council’ s presidential search process. In June, the chair of the
council gppointed a presidentid search screening committee. Seven members of the council and
Northern Kentucky University Presdent Jm Votruba, representing the university presdents,
make up this committee. The committee met and issued a request for proposas from search
firms across the nation -- nine responded.

Representatives from four agencies were interviewed and one was unanimoudy recommended to
thefull coundl — A.T. Kearney of Washington, D.C., with Jan Greenwood asits lead staff

person. Ms. Greenwood, in her search capacity, has brought to Kentucky the presidents of NKU,
UofL, UK, and EKU. Ms. Greenwood has engaged extensively in discussions with the search
committee and with the full council. Sheisin the process now of discussons with legidative
leaders.



An advertisement will soon be placed in the Chronicle of Higher Education. Fina closure on
gpplications will be September 20. 1t is hoped that names and resumes will be reviewed by the
screening committee by the firgt of October. From that group, a smdler group will be identified
and interviewed by the screening committee. By end of October, it is expected that alimited
number of findists will be identified and brought to the council in early November. The council
will then conduct interviews and decide on its next president.

Mr. Rose indicated his appreciation for the emphasis on adult education, early childhood, and the
professiona standards board in the advertisement for the position of council president.

Mr. Ramsey updated SCOPE on the national and state economies. [Thiswas a PowerPoint
presentation.]

Kentucky’s economy had an 18-year uninterrupted period of economic growth starting in 1983
through November 2000. Kentucky wasin anationa recesson in 1981-82 and lost over 50,000
jobs. Inflation was high & that time, too.

Employment in Kentucky has generdly been stable. But there have been key job lossesin
certain important sectors of the economy -- primarily manufacturing, transportation, services,
communications, and somejob lossin public utilities.

Kentucky is amanufacturing date and has alarger share of its employment in manufacturing

than the nation asawhole. The current recession started as a manufacturing recession and when
manufacturing jobs are log, the best paying jobs are logt.  Although manufacturing jobs have
been logt, jobs in the services — retail trade and wholesale trade have increased. During this most
recent economic period, neither Kentucky nor the nation has experienced inflation. There has
been price gability. Inflation rates and interest rates are very low and the congtruction industry
has held up better during this current downturn than during the recession of 20 years ago.

The income and earnings pattern going back to mid- and late 2000 shows the firgt thing that was
lost was overtime. After the loss of overtime, there was a reduction in the workweek. The
workweek is about 38 hours per week now, down from a high of alittle over 40 hours per week.
Companies are dso diminating bonus payments. This gatigtic masks what’s going on in the
economy because a person is ill working but not at the same income levels so they are not
paying the same taxes and they are not at the same consumption level. There have been some
layoffs and some plant closings. The mgor point isthat Kentucky has had job stability during
this period of time but with a shift from higher paying jobsto lower paying jobs. Thisis
evidenced in terms of the tax structure and in revenues collected.

In the recession of 1981-1982, while Kentucky lost nearly 50,000 jobs there was also rapid price
inflation. Also, during that period, state revenues were sill going up but not asrapidly asthey

had previoudy. By contragt, in 2002 the Commonwedlth actudly took in less generd fund
revenue than was taken in during the prior year — the first time that has happened in nearly 50
years.

The other issue being faced during this current recesson is adata problem. Most sates, like
Kentucky, use nationd forecasting services to help predict or forecast what is or will happen in
the nationa economy. Our current forecasting service DRI (Data Resources, Inc.) iswiddy

used. DRI, like dl nationd forecasting services, usesfederd datain its econometric and

datistical models. What has been seen over the last severd yearsis a series of congtant, dramatic



revisonsin federal datathat adds alevel of complexity in understanding what' s redly going on
in the economy and, therefore, predicting what's going to happen in the future,

Budget shortfdlsin 2002 resulted in avery difficult year for dl sates. Some revenue shortfdls
were experienced in 2001 but the brunt of them occurred in 2002.

As Kentucky’ s budget issues were confronted, certain principles were followed: 1) adhering to
the budget reduction plan as gpproved by the Generd Assembly; 2) exempting education from
cuts, to the degree possible; 3) avoiding layoffs; and 4) continuing to authorize capita projects.
Many states during this period cancelled, deferred, or totaly withdrew funding from a cepita
investment program. Kentucky, however, has tried to maximize program savings and
efficiencies, and tried to avoid cutsin program services and capita projects to the maximum
degree possible.

The Empower Kentucky program, an effort to look at how things are done in state government
and re-engineer state processes, continues to be very successful. We aso continue to implement
variousfinancid efficiencies. One example isto refinance our existing debt if a dl possble.
Also, under Secretary Lualen's continued leadership, the cabinets have strived to implement a
wide array of management efficiencies — retrictions on overtime payments as an example. The
difference in overtime spending for last year versus the year before was about $20 million less.

Kentucky’s budget shortfal in 2002 was $687 million. A lot of one-time money was used to
balance the budget. Program cuts represented afairly smadl amount of the $687 million. Last
year the budget was balanced without making any cuts in K-12 education, and postsecondary
education had only minor reductions. The generd fund base cut was 1.9 percent for higher
education -- an average using the benchmark funding gpproach -- so for some inditutionsit was
alittle more and for othersit was alittle less. Maintenance and operations that had been
budgeted for projects that might not have been completed in that fiscal year was captured. But
the M& O will be there for those facilities when they do come on line.

Some intergovernmentad transfers with the two medical schools— UofL and UK — took place.
Those were difficult transactions but the federd government, through Medicaid, paid for some
things in the medica schools that the genera fund had been paying for. The rest of Sate
government, on average, had five or Sx percent cuts.

The next steps are to continue discussons with business leaders, review the estimating process
and econometric models, continue subscribing to DRI and subscribe to a second forecasting
service (economy.com.), review first quarter receipts, isolate the impacts of amnesty, and then
convene the Consensus Forecasting Group.

Mr. Sanders asked what amount would be required in the genera fund carry forward in order to
balancein 2003. Mr. Ramsey replied that 5.8 percent genera fund revenue growth would be
required to have a balanced budget in 2003.

Mr. Sanders asked if retirements were having a significant impact on the budget. Ms. Lualen
replied there has been a strong increase in retirements and that devel opment actudly saved
money in the long term because those people were on the high end of the pay scale. On the other
hand, the short-term impact is that many of those people have alot of accrued time (Sck and
compensatory) that had not been budgeted. So some agencies are having a difficult time
balancing that. The net impact redly has depended on the size and scale of the agency’ s budget.



Mr. Bob Sexton, executive director of the Prichard Committee and a member of the
Governor’slnstitute on Effective Governance (IEG).

The IEG is designed to provide appropriate and improved training and education for inditutiona
trustees and regents. A consultant was hired and has been in contact with presidents,
trustees/regents, and postsecondary education leaders around the country to determine what to
put together in the program.

In addition, other States were dso sudied. A working group including among others, Jm
Votruba, Bob Kustra, and Jay McGowan was formed. Advice from the presidents, through the
council of presidents, was sought. An oversight committee made up of former members of
inditutiona boards and presidents was created. Most importantly, 26 members of current boards
(mainly chairs and vice chairs) were brought into various discussons.

Many board members believe there is much to be gained from darifying the appropriate role of
the individua board member and the board as a collective body in relaing to the indtitutiond
president. Specific issues of concern include how to maintain the balance between necessary
support and the need for oversight including congtructive questioning and criticiam, how to
identify and respect the line between setting policy and interfering with management, and how to
develop effective means for evaluating the president on aregular basis.

The plan for this year isto be conservative. An orientation for new board members will be
conducted at the council’ s trusteeship conference in September. Specific topics like the new
Governmenta Accounting Standards Board (GASB) requirementsthat dl the indtitutions are
moving toward will be aheavy part of the orientation at the conference. A case method for
training the board members will be used. Those cases are being written by the Association of
Governing Boards gaff and others. Aims McGuinness from NCHEMS, who did some of the
origind work on HB 1, will be at the conference to conduct a workshop on effective board
participation, and severd experienced board memberswill dso be involved.

Mr. Votruba, representing Lee Todd, convener of the council of presidents, addressed the
committee.

In generd, the presdents are very optimistic and pleased with the direction in which this new
board orientation program and board effectiveness initiative is going.

On many campuses, growth as arevenue strategy, margina growth, and targeted growth where
adjustments have to be made are being reviewed. The presidents are looking a promoting things
like summer session that can be very entrepreneurid, evening and weekend programs,
intersesson programs, and other things which create revenue streams that can result in incentives
for departments to get more actively involved. Controlling costs is being serioudy reviewed.
Some programs have been added but some programs were deleted because of low enrollments.
Classroom utilization is also under review. Campuses have dmost had a9 percent increasein
classroom space around marginad growth — being able to manage classroom size and classroom
seetsin away that would not have been focused on with such intengity without this budget
problem.

The presidents will continue to look at tuition as the state budget picture unfolds. Enrollments
areagan a record levels. Retention, transfers from two- to four-year campuses, graduation



rates, and research productivity are al up. All the campuses have expanded access through more
evening and weekend programs, more distance educeation programs, more Internet-based courses
and programs, as well as support services through the Internet. The campuses are more involved
in advancing economic development and qudity of life than a anytime in our higory.

Educationd partnershipsare up. All campuses are involved in working with P-12 education in
one form or another. There are more partnerships with business and industry, hedlthcare,
agriculture, financid services, and not-for-profit inditutions. There are more joint programs,

more cooperation between the research-intengve universties and the comprenensive

universities, and more cooperation between the universities and the two-year community and
technicd colleges.

Student bodies as well as faculties and staffs are today more diverse and internationa than they
werein 1997. Dozens of new programs have been added to support the needs of the statein its
various geographic regions and dozens of programs have been diminated because of low
enrollments.

Private funding is a unprecedented levels thanks to the state’ s matching fund programs.

It isimportant to emphasize that the presidents are united in supporting the spirit of HB 1 and the
leadership of the Council on Postsecondary Education. Occasiondly, there are disagreements
with the council and among the presidents — that is the nature of the process. Ladt fdl, some of
the presidents took exception to the recommendation to fund campus growth prospectively rather
than funding growth that had dready been achieved. One can argue that it ought to be incentive
funded prospectively or that the way to encourage growth is to fund growth that has aready been
achieved. Both postions are consstent with spirit of HB 1. These sorts of disagreements will
occur. But these debates over strategy should not be considered as alack of support for the
vigon or for the counail itsdlf.

It has occasiondly been suggested that the universities are not capable of moving beyond their
own individud sdif-interest. Earlier this soring every president supported the extension of the
endowment match program’s matching funds deadline by six months, even though those who
had fully matched their dlocation could clam a portion of the unmatched funds from the other
indtitutions. The presidents chose to act for the good of the whole and that is an encouraging
sgn.

Some points that are important on al of our campuses. Firgt, the momentum of the last five
years cannot be allowed to stal. Reform istaking root, but it's fill fragile and Kentucky is
competing with states that have had long years of strong public support for postsecondary
education. Ground has been gained, but it is ground that can be easly lost.

Second, even in atight budget scenario, funding must continue to be atop priority. Without
continued base funding through the benchmark process, or some other gpproach, growth will
inevitably be dowed. The community colleges and technica colleges are experiencing
enormous growth as are severd of the universities. That growth cannot be sustained by tuition
adone. It requires base funding support from the state.

Third, a continuation of Bucks for Brains matching fundsis absolutely critica to Kentucky’s
future. Currently, there are donors committed to mgor giftsin participation of athird cycle of
matching funds. Thelack of certainty regarding the next round is causing some of these
commitments to soften. Economic uncertainty has made fund rassing much more difficult and



private donors are looking at commitments that have been made but not finalized. The matching
funds are needed, in the presidents judgement, now more than ever.

Fourth, it isimportant that the search for anew CPE president proceed expeditioudy. The
presidents have communicated their interest in being involved in the selection process and are
involved. The presidents are dso ready to be actively engaged in recruiting the next president by
underscoring that Kentucky remains a place where reform continues.

Fifth, times are tough and everyone must share in the burden. Kentucky sent a strong message in
thelast fisca year by holding the postsecondary education unharmed, until no other options were
available. That example makesit easier to lead the campuses during times of enormous
uncertainty and to plan for various economic scenarios with the understanding thet everything
possible will be done to protect that progress.

Sixth, Kentucky' s future will be defined not only by progressin postsecondary education, but
aso by progressin advancing early childhood, P-12, and adult education. Exciting new
initiatives are occurring on each campus to strengthen the ties with the other education sectors
and those efforts are paying off.

Mr. Moberly referenced the November 15, 2001, SCOPE minutes. Those minutes reflect Mr.
Davies saying that the first expenditure priority is to continue to pay for more than 19,000
additiona students that have enrolled in Kentucky' s colleges and universities since 1998. The
minutes also reflect remarks from President V otruba as convener of the presidents that all
ingtitutional presidents understand the state’ sfiscal Stuation and that while the current Sate
budget stuation will make it difficult, if not impossible, to fully fund the coundil

recommendations, the presidents believe the council’ s budget priorities are in the correct order.
At thetop of the ligt isthe need to fund base budgets including benchmark funding. Mr. Votruba
Stated that that was correct.

Mr. Moberly pointed this out because Mr. Votruba aluded to the dispute that developed over
whether or not the Governor’s budget recommendation was to fund benchmark funding or to
fund enrollment and retention growth. 1t appears that at the November 15 SCOPE meeting that
both Mr. Davies and Mr. Votruba, as convener of the presidents, said that the council’ stop
priority was to pay for sudents aready enrolled through the benchmark funding process.

Mr. Moberly asked Mr. Votrubaif the Governor's recommendation to put what available funds
he had in benchmark funding was congstent with HB 1 and with the council recommendations.
Mr. Votrubareplied he believed it was consstent with HB 1.

Mr. Moberly went on to ask Mr. Votruba whether he thought the Governor’ s funding
recommendations, subsequently and independently enacted by both House & Senate budgets
without change, was aretreat from reform in any sense.

Mr. Votrubareplied that it was not aretreat and indicated his view that it is an issue around
which reasonable people can have conversations. Benchmark funding has been an important part
of the council’s agenda dl adong.

Mr. Moberly pointed out that at the November meeting of SCOPE, both Mr. Davies and Mr.
Votruba, as the convener of the presidents, said that the top priority was to pay for those sudents
dready enrolled and that this would be accomplished through benchmark funding. The



benchmark funding approach subsequently developed by Mr. Davies and the council was the
budget recommendation. Buit later, when Mr. Davies contract was not renewed, he made abig
issue about how this was a retreet from reform. Mr. Moberly indicated his view that this could
be nothing further from the truth and nobody can make an argument that that isthe case. He
thought that that ought to be on the record and that it ought to be said.

Mr. Moberly stated that he read Mr. Davies' treatise and that Mr. Davies made that and many
other inaccurate statements and arguments and hdf-truths. Mr. Moberly wanted to point that one
out because it is evident from the minutes and from Mr. Votruba s statements what actualy

happened.

The next SCOPE meeting was announced for 11:00 am., November 18, Room 149 Capitol
Annex.

The meeting adjourned.



